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paper money, which had been steadily mounting, was kept stable at 797 million rubles, while the reserve fund rose in 1875-1876 to 231 million, a level never attained before. In the meantime the paper ruble continued to fluctuate from the low point of 76 metal copecks in 1867 to 87 copecks in 1875. The Turkish war of 1877-1878 brought the inevitable setback. Reutern vainly argued in his report to the emperor in October, 1876, that financially Russia was unprepared for the conflict and that a declaration of war would create almost insurmountable obstacles to the payment of interest on her large foreign loans, would wipe out the achievements of the last twenty years, and would retard her economic development for at least two generations. His laments fell on deaf ears. In the summer of 1878 Reutern resigned without having achieved his major object, the stabilization of currency. By 1880 the volume of paper rubles in circulation rose to 1,162 million, the reserve fund declined to 173 million, and the paper ruble was quoted at 63 metal copecks. The regime of paper currency was to continue for another seventeen years.
Borrowing was used even more extensively than the printing press. The total national debt, according to Professor P. P. Migulin, increased from 2,180 million gold rubles in the late 1850's to 6,046 million in 1881.14 Of the latter amount 812 million rubles were railway loans guaranteed by the government. According to another estimate, the total foreign debt of Russia in 1880 was 1,169 million rubles. The rate of interest on loans was from 4 to 5 per cent but, since the price of issue was substantially below par (in some cases as low as 67 for 100), the actual cost to the treasury was considerably higher, and varied from 5.5 to 7 per cent. Commissions charged by foreign bankers, moreover, were exorbitant, reaching 10 per cent on some of the railway loans. The country had to shoulder the burden. Appropriations for the service of the public debt kept pace with the growth of the budget and in 1860-1880 represented, roughly, from one-fourth to one-third of total expenditure,
RUSSIAN CAPITALISM
The Russia of Alexander II was, both socially and economically, in the stage of transition from ancien regime to capitalist society. Many
14 Loans being issued in paper and metal rubles and in foreign currencies, their reduction to a common denominator presents great technical difficulties. The margin for error is considerable, and figures given in the text are mere approximations.